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FINANCE DEPARTMENT
205 Lawrence St NE
""""" P.O. Box 609

arietta e

ccccccc Fax (770) 794-5535

December 22, 2011

THE HONORABLE R. STEVE TUMLIN, JR. MAYOR
MEMBERS OF CITY COUNCIL AND CITIZENS OF THE
CITY OF MARIETTA

MARIETTA, GEORGIA 30060

The Comprehensive Annual Financial Report (CAFR) for the City of Marietta, Georgia,
for the fiscal year ended June 30, 2011, is submitted herewith. Georgia state law requires
that every general-purpose local government publish within six months of the close of
each fiscal year a complete set of audited financial statements.

The report was prepared by the City’s Finance Department. Responsibility for both the
accuracy of the presented data and the completeness and fairness of presentation,
including all disclosures rests with the City. We believe the report, as presented, is
accurate in all material aspects. We also believe it is presented in a manner designed to
set forth the financial position and results of operations of the City as measured by the
financial activity of its various funds. Finally, we believe that all disclosures necessary to
enable the reader to gain maximum understanding of the City’s financial affairs have
been included.

Management assumes full responsibility for the completeness and reliability of the
information contained in this report, based upon a comprehensive framework of internal
control that it has established for this purpose. Because the cost of internal control should
not exceed anticipated benefits, the objective is to provide reasonable, rather than
absolute, assurance that the financial statements are free of any material misstatements.

Moore & Cubbedge, LLP, Certified Public Accountants, have issued an unqualified
(“clean”) opinion on the City of Marietta’s financial statements for the fiscal year ended
June 30, 2011. The independent auditor’s report is located at the front of the financial
section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent
auditors report and provides a narrative introduction, overview, and analysis of the basic
financial statements. MD&A complements this letter of transmittal and should be read in
conjunction with it.



Profile of the Government

ncorporated in 1834, the City of Marietta is the county seat for Cobb County, Georgia.
Marietta is named for the wife of U.S. Senator Thomas Cobb, for whom the county is
named. The surrounding area was part of the Cherokee Indian Territory when the first
settlers arrived in the early 1800s. Gold fever brought the first European immigrants, but
a stable agricultural community took root in the broken dreams of the “gold rush”.

The City became a center for trade and attracted wealthy visitors to its mild climate and
“health giving” mineral springs. During the Civil War, Sherman destroyed much of the
City on his “March to the Sea” in 1864. Recovery was slow; however, an economic boom
took hold during World War 11 with the construction of the Bell bomber plant. The
Lockheed Aircraft Corporation modernized the plant and has kept it in operation since
1951, now operating it under the Lockheed Martin Aeronautical Systems name. Current
production includes the C-130J Hercules, the sustainment of P-3 Orion, modernization
upgrade of the C-5, and production of the advanced F-22 Raptor.

The construction of Interstate 75 during the 1960s and 1970s opened up the area for
increased metro and regional growth. This accessibility has brought hundreds of
thousands of new residents to live in Cobb County, which has elevated the City’s role as
the county seat and a center for commercial activity.

Policy-making and legislative authority are vested in a governing council (Council)
consisting of the mayor and seven council members, all elected on a non-partisan basis.
The Council appoints the government’s manager, which in turn appoints the heads of the
various departments. The mayor and council members serve four-year terms; all elected
members’ terms run concurrently. The mayor runs at large; the council members are
elected by ward.

The City maintains budgetary controls to ensure compliance with legal provisions of the
annual appropriated budget approved by the Mayor and Council. Activities of the general
fund, the special revenue funds, the debt service fund and the capital project funds are
included in the annual appropriated budget. The official level of city budget control (the
level on which expenditures may not legally exceed appropriations) for each legally
adopted annual operating budget is at the department level. Administrative budgetary
control, however, is maintained at an object of expenditure level within the department or
function. Administrative transfers of appropriations within a department may be
authorized by the City Manager to meet unforeseen needs without Council action.
Transfers of appropriations between departments or functions within a fund are reviewed
with Council prior to approval. The City’s budget procedures are more fully explained in
the accompanying Notes to the Financial Statements. The City maintains an encumbrance
accounting system as one means of accomplishing budgetary control. Encumbered
amounts at year-end are carried forward to the ensuing year’s budget.



The City of Marietta provides a full range of municipal government and utility services to
approximately 61,500 citizens and customers. Included in these services are traditional
City functions such as police and fire protection, sanitation, road and traffic signal
maintenance, parks, recreation, planning, cultural affairs, courts, and utility functions
including electric, water, wastewater. Furthermore, the City exercises fiduciary
responsibility for the City’s General Pension.

Local economy

arietta is located about 20 miles northwest of downtown Atlanta. The Atlanta
Metropolitan area continues to be one of the fastest growing economies in the United
States. The region has significantly lower unemployment rates than most places in the
U.S. and led the nation in job creation several times in the 1990s. Cobb County has
become one of the fastest growing economically robust counties in Georgia. The
business environment outlook for Marietta continues to be favorable despite the
economic downturn experienced by other regions of the country; in fact there are a
number of redevelopment projects in the advanced planning and construction stages. The
City of Marietta’s primary focus will be given to fostering small business growth and
land uses oriented toward office, industrial, and business parks, which will be offering a
variety of employment opportunities.

Redevelopment and revitalization of several areas throughout the City have been
identified and when completed, will create financially sound development, therefore
increasing a stronger tax base. Marietta offers one of the lowest millage rates in the Metro
Atlanta region at 29.943 mills per thousand dollars (combined City, County, and School).
Marietta will continue to promote a strong tourism program for the 5 historic districts,
churches and homes as identified by the National Historic & Georgia Register. Our
economic activity centers include multi-million dollar corporations such as YKK Corp of
America, Solvay Pharmaceuticals, Matria Healthcare, Columbian Chemical, and
Coloplast Corporation. To assist manufacturing companies in relocating or expanding
their facilities, the Marietta Development Authority was created to develop and promote
trade, commerce, industry and employment opportunities through issuance of revenue
bonds.

Marietta and the Marietta Census Tracts have been and will continue to be a population
growth area. The City’s population was estimated to be 56,579 on June 30, 2011.

Long-term financial planning
Unassigned fund balance in the general fund (46 percent of total general fund revenues)
exceeds the policy guidelines set by the Council for budgetary and planning purposes (i.e.

minimum fund balance calculation is slightly over $6 million).

Over the past five years the City has devoted its attention to the redevelopment of various
areas of the City. This is further discussed in the major initiatives section of this letter.



Major Initiatives

The City of Marietta worked diligently last year to improve the quality of life of our
citizens as we continued to develop our City into the most livable community in the
Atlanta metro region. In order to progress toward this goal, we undertook the following
major initiatives:

The popular Concert in the Square series and new happenings such as the expansion of
the farmers market, the first Friday art walks, programs for kids and adults at the
renovated Strand Theatre and Theatre in the Square, and the Historic Marietta Trolley all
draw large numbers of people to the downtown area, making downtown Marietta a
popular destination. The economic development office and the parks and recreation staff
collaborate in attracting vendors and consumers alike to the vibrant Square.

Marietta is in the midst of the largest makeover in Marietta’s history with over $97
million in streetscapes, sidewalks, trails, road, electrical and park improvements
underway. 1% SPLOST funding will provide for gateway improvements at Roswell
Street, Powder Springs Road, Franklin Road and Fairground Street. Improvements will
span Fairground Street from Allgood Road to S. Marietta Parkway and will include a
traffic calming roundabout at the Allgood Road and N. Fairground Street intersection.
Roswell Street streetscape improvements provide a pedestrian-oriented street with new
sidewalks, street trees and street lights from Park Street to the Square. Roswell Street
will be improved by providing 4 lanes with a landscaped median from Victory Drive to
Cobb Parkway. Funding is included for the replacement of the Kennesaw Avenue
Bridge, the Kennesaw Mountain to Chattahoochee River multi-use trail, decorative street
signs and new sidewalks. The BLW is making improvements in electric, water and sewer
projects in all the makeover areas, by relocating and upgrading utilities, while moving
some underground. Federal funding, private donations, TAD funding, BLW and City
contributions are funding 307 new pedestrian lights and 169 new decorative street lights,
the planting of more than 500 trees, renovations to Henry Park and Lewis Park, new
sidewalks and traffic signals, and significant investments in the Renaissance District.

Marietta Square and Glover Park received a total makeover as well. The fountain was
repainted and refurbished and the bricks in the park and along the sidewalks have just
been replaced for visitor safety. Other upgrades include new black ornamental traffic
poles, decorative bases and mast arms with special downtown signage. All old traffic
signals were replaced with new LEDs to increase visibility and decrease the amount of
energy required to operate the signals. The city installed wireless communication among
the stop lights on all four corners of the Square so businesses won’t be disturbed by
workers installing wiring under the sidewalks. The city upgraded controller equipment
including battery back-up capability to ensure traffic lights work during storms and
power outages. Additional improvements to the Square included repaving city streets
and constructing brick paver crosswalks and pedestrian areas.



Marietta’s economic development office worked with the Georgia Department of
Community Affairs to create Opportunity Zones within the city limits. This program
encourages new businesses to locate in the city or expand existing businesses. When two
or more jobs are created, businesses may be eligible to receive $3,500 in employee state
tax credits for each new job through October 2019. It was recently announced that at
least 350 new technology jobs are coming to Marietta over the coming year as a Fortune
500 company moves two offices from California to a 260,000 square foot building on
Canton Road off I-75. Marietta was chosen not only for its Opportunity Zone but also
because of the community’s plentiful, skilled workers and affordable real estate and
energy. The establishment of Opportunity Zones is the most important economic
development tool we have ever had.

Voters approved a parks bond to improve Marietta’s park system, the City Council is
developing plans to implement park improvements based on public input. The $25
million bond can be spent on land acquisition; improvements to existing parks and
facilities; development of parks, facilities, trails and greenspace; planning and design of
improvements; and administration and contingencies. This last year the city completed
improvements to the baseball/softball facility at Aviation park, work on a soccer complex
at Custer is underway. The lakes at Laurel Park are in the midst of a $600 thousand dollar
renovation which includes dredging the lakes by collecting silt that has settled in them.
The city is currently working on designs for an indoor facility on the North Loop and an
outdoor recreation park at Hickory Hills. The Hickory Hills Park renovation is underway
and is set to include two lighted soccer fields and two lighted tennis courts. The
renovations also include a multi-use trail, restrooms, pavilions and parking
improvements.

Marietta’s efforts to secure grant funding were successful last year. Marietta was
selected to receive over $1 million in grant funds as part of the American Recovery and
Reinvestment Act (ARRA) for streetscape improvements on Roswell Street. In addition,
the Atlanta Regional Commission (ARC) awarded Marietta $3 million to fund streetscape
and traffic improvements on Franklin Road. The Marietta Police Department is the
recipient of two federal stimulus grants totaling over $1 million to hire additional officers
for up to three years. The city was also awarded $785,000 to fund energy-efficiency
improvements to the government campus and providing energy audits to the business
community. A federal grant for almost a half million dollars was awarded to the city for
the Safe Routes to School program to improve sidewalks at four city schools, improving
the safety of students walking or bicycling to school. The City also received a Georgia
DOT Gateway Grant for $45,575 for landscaping projects along the North Loop from
Polk Street to the Kennesaw Avenue overpass.

Marietta is putting in place the infrastructure needed to support new redevelopment
projects. Marietta’s current work to prepare for redevelopment will jumpstart the
construction process and local economy when it begins to improve. By having the
infrastructure in place, including power, water and sewage lines, developers building in



Marietta will be able to more quickly construct homes and businesses when the economy
begins to recover.

Marietta was reviewed by the Insurance Services Office (ISO) and was awarded a Class
Two ranking based on several criteria including how well the fire department is
distributed through the city, the quality and maintenance of the water system, 911
communications system, the number of firefighters assigned to reported fires and
firefighter training. Marietta is now the highest rated department in Cobb County and
one of the highest in the State of Georgia. This will decrease insurance for property
owners in Marietta.

The MINT program is also seeing great success with new attractive single family houses
being built and sold to first-time home buyers in the neighborhoods surrounding our
downtown. The City has made a concerted effort to improve the design of these MINT
houses, and they are now leading redevelopment on the streets on which they are built.

Marietta’s commitment to upgrading and replacing the water and sewer systems has been
evident in projects completed in 2009 including the US-41 20-inch Water Main
Replacement, major rehabilitation work on water storage tanks, and on-going
replacement and rehabilitation of priority water and sewer infrastructure. In addition
there are now over 4,000 feet of large water main replacements, 5,000 feet of water
distribution line replacements, and 12,000 feet of sewer line replacements presently in
design. System reliability and infrastructure improvements will continue to be realized
due to the ability to achieve departmental goals set for critical areas of operation.

The BLW continued its massive capital improvement program designed to upgrade and
enhance services in preparation for our future downtown redevelopment and the
requirements of our SPLOST program. This new infrastructure will bring in additional
revenue and allow the City to grow for decades to come. When the economy improves,
Marietta will be ahead of our competition in our readiness to accept new development
opportunities.

In the sanitation area, the city is also making substantial changes. In addition to picking
up garbage at cost-effective rates, the city is now saving $320,000 each year by providing
recycling pickup using city staff instead of continuing to contract the service to a
provider.  Marietta’s Sanitation division analyzed staffing schedules and shifted
manpower to allow the City to bring its recycling program in-house.

In May 2010 the national bond rating agency Fitch Ratings increased the City of
Marietta’s bond rating from ‘AA’ to ‘AA+’, making Marietta the highest rated Georgia
city Fitch evaluates. Marietta’s bond rating is based on the City’s ability to pay its debts
and is a positive statement by outside third-party experts on the City’s management,
financial strength and future. Having bond ratings increase during a tough recession is a
reaffirmation of the City’s financial management and economic outlook.

Vi



The City continued its year-long celebration of Marietta’s 175" anniversary to honor the
great communities in Marietta, including business, culture, education, government,
history, neighborhood, civic, and religious. These events bring great numbers of people
not only to Marietta Square, but to different parts of town. A commemorative book
honoring Marietta’s history was published containing more than 175 facts and pictures
about the city from its founding in 1834 to the present.

Marietta was chosen to host the re-premiere of “Gone With the Wind” on the movie’s
70™ anniversary after receiving the support of Warner Brothers and Turner Classic
Movies. The two-day event included a restaging of the 1939 gala including remaining
cast members and VIPs walking the red carpet, autograph signings with actors who
starred in the original movie and book authors, a costume ball, and the largest Virginia
Reel performed on Marietta Square by costumed participants from Marietta and across
the world.

The combination of Marietta’s rich history and our progress in economic development
has not gone unnoticed throughout the nation. NBC’s the “Today Show” in New York
called Marietta one of the top 4 places in America for house hunting to “get the most
bang for your buck”. Another great honor came when CNNmoney.com editors picked
the 100 places to live in the country and Marietta was on the list.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City
of Marietta for its Comprehensive Annual Financial Report for the fiscal year ended
June 30, 2010. This represented the twenty-fourth consecutive year the City has received
this prestigious award. In order to be awarded a Certificate of Achievement for
Excellence in Financial Reporting from the GFOA a governmental unit must publish an
easily readable and efficiently organized comprehensive annual financial report, whose
contents conform to program standards. Such reports must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our
current comprehensive annual financial report continues to meet the Certificate of
Achievement Program requirements, and we are submitting it to GFOA to determine its
eligibility for another certificate.

In addition, the City also received the GFOA Award for Distinguished Budget
Presentation for its annual appropriated budget dated July 1, 2010 for fiscal year 2011. In
order to qualify for the Distinguished Budget Presentation Award, the government’s
budget document was judged to be proficient in several categories including policy
documentation, financial planning and organization.

vii



The preparation of this report could not have been accomplished without the efficient and
dedicated efforts of the staff of the Accounting Division and the entire staff of the
Finance Department and the cooperation of the various elected officials and appointed
management. My sincere appreciation is extended to each individual for the contributions
made in the preparation of this report.

Respectfully submitted,

Sam Lady
Finance Director
City of Marietta
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Reporting
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Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs}) achieve the highest
standards in government accounting
and financial reporting.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited) City of Marietta, Georgia
For the Fiscal Year ended June 30, 2011

MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the report provides readers with a narrative overview and analysis of the
financial activities of the City of Marietta for the fiscal year ended June 30, 2011. We
encourage readers to consider the information presented here in conjunction with the
letter of transmittal and basic financial statements to enhance their understanding of the
City’s financial performance.

FINANCIAL HIGHLIGHTS

Marietta’s assets exceed liabilities by $221 million at the end of fiscal year 2011.
This is an increase of $12.2 million when compared to the previous year. Of this
amount, $204.8 million is invested in capital assets (net of depreciation and
related debt). Total unrestricted assets are negative $10.5 million, a decrease of
$3.6 million from last year. Unrestricted net assets from governmental activities
are a negative $19.5 million, a decrease of $10.9 million from last year. This
decrease is due mainly to the City issuing two bond issues in 2010 that restricts
the use of funds. Business-type activities unrestricted net assets are $8.9 million.

The City’s total net assets increased $12.2 million over the previous year with a
$1.6 million increase generated from governmental activities and a $10.7 million
increase resulting in the business-type activities.

The City’s General Fund’s fund balance was $40.7 million as of June 30, 2011.
Of this amount, $1.6 million has been assigned which in prior years were noted as
reserved for encumbrances. $10 thousand committed and 2.7 million restricted in
the past these funds noted as reserved and a specific purpose noted. $20 million
noted as non-spendable and the remaining $15.9 million is unassigned, but will be
appropriated by the City Council for subsequent year’s expenditures and other
future purposes. The General Fund’s fund balance increased by $11.2 million
from June 30, 2010.

The total liabilities of the City’s governmental-type and business-type funds
outstanding at June 30, 2011 are $137 million and $32 million respectively. $131
million of this total represents liabilities that are due in more than one year, such
as long-term debt, leases payable, and compensated absences. This is a decrease
of $5.3 million for the governmental-type funds and a increase of $3.4 million for
the business-type funds.

Total governmental activities bonds payable, net decreased by $13 million in fiscal year
2011. This is due to the City 2011 debt regularly scheduled bond payments in fiscal year
2011. The city did not issue any additional bonds in fiscal year 2011.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited) City of Marietta, Georgia
For the Fiscal Year ended June 30, 2011

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City of
Marietta’s basic financial statements. The basic financial statements contain three
components: 1) government-wide financial statements, 2) fund financial statements, and
3) notes to the financial statements. In addition to the basic statements, this report also
contains other supplementary information including combining statements for non-major
funds, and a statistical section.

Government-wide Financial Statements. The government-wide financial statements
are designed to provide readers with a broad overview of the City’s finances in a manner
similar to a private sector business.

The statement of net assets presents information on all the City’s assets and liabilities,
with the difference between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the City’s financial
position is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets
changed during the fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in the statement for some items that will
only result in cash flows in future periods (e.g., uncollected taxes and earned but unused
vacation leave).

Both of the government-wide financial statements distinguish functions of the City that
are principally supported by taxes and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of
their costs through user fees and charges (business-type activities). The City of
Marietta’s governmental activities include general government, public safety, streets and
highways, and recreation. The City has three business type activities, the Board of Lights
& Water that provides electric, water and wastewater services, City Club Golf Course,
and the Marietta Conference Center and Resort that is a hotel and conference facility.

The government-wide financial statements include not only the City of Marietta itself
(known as the primary government), but also one legally separate entity that has a
significant operational or financial relationship with the City. This entity, known as a
discretely presented component unit, is the Marietta Redevelopment Corporation. More
information on the functions of this entity can be found in note 1 to the financial
statements.

Fund financial statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The City, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. All the
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funds of the City can be divided into three categories: governmental, proprietary funds,
and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal
year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balance provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The City maintains 13 governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund, debt service fund, city
wide projects fund, city parks bond fund and SPLOST fund which are considered to be
major funds. Data from the other 8 funds is combined into a single, aggregated
presentation. Individual fund data for each of these non-major funds is provided in the
form of combining statements elsewhere in this report. The basic governmental fund
financial statements can be found on pages 18 through 20 of this report.

Proprietary funds. The City maintains two different types of proprietary funds.
Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The City maintains three
enterprise funds, the Board of Lights and Water, the City Club Golf Course, and the
Marietta Conference Center & Resort. Internal service funds are an accounting device
used to accumulate and allocate costs internally among the City’s various functions. The
City uses internal service funds to account for its self-insurance and motor transport
activities. Because these services predominantly benefit governmental rather than
business-type functions, they have been included within governmental activities in the
government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide
separate information for the Board of Lights and Water, City Club Golf Course, and the
Marietta Conference Center and Resort. The board of lights and water and city club golf
course which are considered to be major funds of the City. The internal service funds are
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presented in the proprietary fund financial statements. Individual fund data for each of
these funds is provided in the form of individual fund statements elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 21 through 25 of
this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit
of parties outside of government. Fiduciary funds are not included in the government-
wide financial statements because the resources of these funds are not available to
support the City’s own operations. The accounting used for fiduciary funds is much like
that used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 26 through 27 of this
report.

Budgetary comparisons. The City of Marietta adopts an annual budget for all of its
governmental funds. Budget to actual comparisons for each of the governmental funds
are provided in individual schedules elsewhere in this report.

Notes to the financial statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund
financial statements. The notes to the financial statements can be found on pages 28
through 58 of this report.

Other information. The combining and individual fund statements and schedules
referred to earlier in connection with non-major governmental funds and internal service
funds are presented immediately following the notes to the financial statements and can
be found on pages 59 through 127 of this report.

CITY-WIDE FINANCIAL ANALYSIS

A government-wide financial report represents the approach mandated by the
Governmental Accounting Standards Board (GASB). GASB set the uniform standards
for presenting government financial reports. This report provides comparative financial
information to the previous year’s actual results in this Management Discussion and
Analysis.

Net Assets. As noted earlier, net assets may serve over time as a useful indicator of a
government’s financial position. As of June 30, 2011, assets exceeded liabilities by $221
million.

The following table provides a summary of the City’s governmental and business-type
net assets for fiscal year 2010 and 2011.
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Table 1
Net Assets
Governmental Business-type
Activities Activities Total
2010 2011 2010 2011 2010 2011
Assets
Current and other assets $137,273,048 $127,795,557 $ 26,584,995 $ 37,876,060 $163,858,043  $165,671,617
Capital assets 69,603,858 75,338,817 138,631,021 149,432,344 208,234,879 224,771,161
Total assets 206,876,906 203,134,374 165,216,016 187,308,404 372,092,922 390,442,778
Liabilities
Current and other liabilities 9,181,296 8,798,440 12,471,290 13,529,490 21,652,586 22,327,930
Non-current liabilities 133,250,201 128,341,868 16,568,657 18,842,066 149,818,858 147,183,934
Total liabilities 142,431,497 137,140,308 29,039,947 32,371,556 171,471,444 169,511,864
Net Assets
Invested in capital assets, net
of related debt 50,033,057 58,835,173 134,507,898 145,968,231 184,540,955 204,803,404
Restricted 22,973,206 26,661,194 22,973,206 26,661,694
Unrestricted (8,560,854) (19,502,801) 1,668,171 8,968,617 (6,892,683) (10,534,184)
Total net assets $ 64,445,409 $ 65,994,066 $136,176,069 $154,936,848 $200,621,478 $220,930,914

The largest portion of the City’s net assets, $204.8 million, represents investments in
capital assets.

The investment in capital assets included land, buildings, machinery, and equipment, as
well as infrastructure acquired and identified that was purchased and installed in previous
fiscal years. These capital assets are used to provide services to citizens; consequently,
they are not available for future spending. Although the investment in capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources since the capital assets themselves cannot be used to
liquidate these liabilities.

An additional $26 million of the City’s net assets represent resources that are subject to
external restrictions on how they may be used. Included in this category are reserves for
debt service, public safety grants, culture and recreation donations and uncommitted bond
funds.

Changes in Net Assets. Governmental and business-type activities increased the City’s
net assets by $12.2 million in fiscal year 2011. The following table indicates the changes
in net assets for governmental and business-type activities in fiscal year 2010 and 2011.
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Changes in Net Assets

Governmental Business-type
Activities Activities Total
2010 2011 2010 2011 2010 2011
Revenues
Program revenues:
Charges for services $ 13,121,813 $ 13,376,520 $130,638,176 $139,779,955 $143,759,989 $153,156,475
Operating grants and contributions 5,216,433 9,344,286 0 0 5,216,433 9,344,286
Capital grants and contributions 10,752,277 10,204,436 237,175 77,154 10,989,452 10,204,436
General Revenues:
Property taxes 13,356,484 13,806,851 0 0 13,356,484 13,806,851
Other taxes 11,597,323 12,000,744 0 0 11,597,323 12,000,744
Investment earnings 356,084 205,966 223,404 539,567 579,488 745,533
Other revenues 1,772,162 2,102,947 280,904 444,084 2,053,066 2,547,031
Total Revenues 56,172,576 61,041,750 131,379,659 140,840,760 187,552,235 201,882,510
Expenses
General government 8,652,513 8,679,032 0 0 8,652,513 8,679,032
Public works 14,065,683 14,222,761 0 0 14,065,683 14,222,761
Culture and recreation 2,083,996 2,934,820 0 0 2,083,996 2,934,820
Public safety 31,887,909 33,226,781 0 0 31,887,909 33,226,781
Urban redevelopment and housing 6,353,078 5,879,557 0 0 6,353,078 5,879,557
Interest on long-term debt 3,341,989 4,857,635 0 0 3,341,989 4,857,635
Water & sewer 0 0 25,731,472 25,841,087 25,731,472 25,841,087
Electric 0 0 85,525,058 90,902,721 85,525,058 90,902,721
Golf 0 0 1,599,511 1,577,086 1,599,511 1,577,086
Conference 0 0 7,689,002 1,551,818 7,689,002 1,551,818
Total expenses 66,385,168 69,800,586 120,545,043 119,872,712 186,930,211 189,673,298
Increase in net assets before transfers (10,212,592) (8,758,836) 10,834,616 20,968,048 622,024 12,209,212
Transfers in (out) 9,694,169 10,307,493  (9,694,169) (10,307,493) 0 0
Increase (decrease) in net assets $ (518,423) _$ 1,548,657 $ 1,140,447 $ 10,660,555 $ 622,024 12,209,212

Governmental Activities. Governmental activities decreased the City’s net assets by $8.8
million in fiscal year 2011 before transfers. Key elements of this decrease are as follows:

Total revenues are 61.1 million, up 9% from the prior year. This increase in revenue
attributed to increased business activity revenues. Revenue increase is attributable to
an increase in intergovernmental revenue and business licenses. Fines and forfeits
saw a slight increase and permit revenue increased due to the improving housing
market. Investment earnings decreased from the previous year, this is attributable to
the decrease in the rates. Property taxes saw a small decrease due to a decrease in
property values.
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Expenses totaled $69.8 million. The increase over the previous year was due to a
increase in public safety projects in the City and a general increase in culture and
recreation spending. The City is still involved in several transportation and road
improvement projects as a result of the voter approved Special Local Option Sales Tax
(SPLOST). Construction, engineering and design work, right-of-way appraisals, and
property acquisition are underway.

The City of Marietta has prepared the financial statements as required by GASB 34 as a
phase | implementer. This required the City of Marietta to recognize all previous
accumulated depreciation of its capital assets. Infrastructure assets are added to the
capital assets as values are being determined.

Business-Type Activities. The City’s business-type activities, which include the Board of
Lights and Water, City Club Golf Course, and the Marietta Conference Center & Resort
increased net assets by $21 million in fiscal year 2011 before transfers to the
governmental funds.

Table 3
Enterprise Net Operating Income (Loss)
Non-operating revenues (expenses)
and Transfers in (out)

Fiscal
Year
Operating income (loss): 2010* 2011
Board of Lights & Water $ 15,924,619 $ 19,658,574
City Club Golf Course 177,791 204,386
Marietta Conference Center & Resort 105,773 730,461
Total 16,208,183 20,593,421
Non-operating revenues (expenses) (5,597,425) 800,735
Contributed capital from developers 237,175 77,154
Income (loss) before operating transfers 10,847,933 21,471,310
Transfers in (out) (10,216,280) (10,870,714)
Change in net assets $ 631,653 $ 10,600,596'

*Prior to restatement. See note 17.

The Board of Lights and Water’s operating revenues increased 6.8% from the
previous year while operating expenses increased by 4.4% resulting in an operating
income increase of 23.4% from 2010. Contributions from developers decreased by
$160 thousand from 2010.

The City Club golf course operating revenues increased 7.4% from the previous year
while operating expenses increased by 1% resulting in an operating gain of $204,386.
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The City has entered into a long-term lease for The Marietta Conference Center and
Resort with a private party and is no longer involved in the daily operations. The
Center is leased for a flat monthly fee sufficient to cover the debt service payments.
As a result the operating revenues and expenses are no longer reflected in the
financial report. The City is now reporting lease income, depreciation, and operating
costs related to bond trustee expenses, and similar items.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As noted earlier, the City of Marietta uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental Funds Overview. The focus of the City’s governmental funds is to
provide information on near-term inflows, outflows, and balances of spendable
resources. Such information is useful in assessing the City’s financing requirements.
In particular, unassigned fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

At the end of fiscal 2011, the combined ending fund balances of the City’s
governmental funds were $95.5 million. Approximately $57.5 million of this consists
of restricted fund balance, which is available as working capital for current spending
in accordance with the purposes of the specific funds. The city has 1.6 million
assigned which is for reserved for encumbrances. The general government also has 21
million that is considered non-spendable which consists of funds that are advances
from other funds, pre-paid, and inventories. Total unassigned funds at the end of 2011
amounted to approximately 16 million.

The City has five major governmental funds:

General fund. This is the primary operating fund of the City of Marietta government.
It accounts for many of the City’s core services such as law enforcement, fire
protection, planning, roads and streets, solid waste sanitation, and administration.
The general fund balance was $40.7 million as of June 30, 2011. Of this amount,
assigned fund balance totaling $1.6 million is reserved for encumbrances and culture
and recreation. The fiscal year 2011 fund balance is $11 million higher than the
previous year. As a measure of the general fund’s liquidity, it may be useful to
compare both unassigned fund balance and total fund balance to total fund
expenditures. Unassigned fund balance represents 30% of total fiscal year 2011
expenditures and transfers, while total fund balance is 70% of the same amount.

Debt service Fund. This fund provides debt service for the city’s debt obligations.
The debt service fund had a fund balance of $5.5 million as of June 30, 2011. That is
a decrease of 136 thousand from the prior year. This decrease is due to maturities of
bonds issued and reduction in debt service due in future years.

1C
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Splost Fund. The Special Purpose Local Option Sales Tax fund tracks expenditures
related to the 1% sales tax used for transportation and communications. Sidewalks,
bridge rehabilitation, multi-use trails, road improvements, general street and drainage
rehabilitation, street resurfacing and new roads are all construction projects on the
Transportation Projects list approved by the voters in 2005. In an effort to accelerate
project completion, the city also undertakes County projects that are located within
the City limits and receives reimbursement by the county for these projects. A
county-wide 800 MHz communications system is also funded under this SPLOST.
The fund balance as of June 30, 2011 is $12.8 million this is a decrease of $1.5
million from the last year. Construction was prefunded with a bond issue which
created a large fund balance that will decrease as the projects are completed. This
decrease was expected and will continue in future years.

Citywide Projects fund. The citywide Projects fund was established in FY2010 after
the City issued revenue bonds to support the construction of major projects, purchase
of major equipment and vehicles. The debt service for the revenue bonds is paid
through the General fund.

City Parks Bond fund. The City Parks Bond fund was established in FY2010 after the
approval of a $25 million bond referendum. Funding is provided for land acquisition;
improvements to existing parks, facilities, trails and green space; development of new
parks; administration fees and contingencies.

Proprietary funds overview. The City’s proprietary fund statements provide the same
type of information found in the government-wide statements, but in more detail.

The City operates the Board of Lights and Water (BLW) which provides electric,
water, and wastewater utilities for residential and commercial customers.
Unrestricted net assets of this fund at the end of the year amounted to $38.5 million.
The unrestricted net assets increased by $4.5 million during the year as restated.

The City operates an 18-hole golf course known as the City Club. The total net assets
of this fund at the end of the fiscal year amounted to $3.2 million, a 15% increase.

The Marietta Conference Center & Resort is a conference center facility owned by
the City. The total net assets of this fund at the end of the fiscal year were $(10.6)
million. The total net assets increased by $1.3 million during the year. As stated
earlier the City has leased the facility to a private operator and is no longer reporting
the daily operations. The City will continue to report the asset depreciation.

Other factors concerning the finances of these funds were discussed under business-
type activities.

The City maintains two internal service funds. Information on these funds is
aggregated in the Proprietary Fund financial statements.

11
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GENERAL FUND BUDGETARY HIGHLIGHTS

The City’s budget is prepared according to the Georgia statues and the City of Marietta
Code. The most significant budgeted fund is the General Fund.

In June 2010, the City Council appropriated $51.7 million for general fund expenditures.
The budget was amended 21 times during the fiscal year.

Tabl

ed

2011 General Fund Budget

Original Budget Amendments Final Budget Actual
Revenue and other financing sources $51,739,876 $6,805,225 $58,545,101  $63,734,762
Expenditures and other financing uses 51,635,135 7,902,048 59,537,183 54,185,620
Mid-year budget amendments include:
General Weed & Grants Parks Total
Seed/Police
asset
Fund forfeiture & Rec
Prior Yr encumbrances $ 789,696 $ 155,295 $ 28518 $ 6,151 $ 979,661
1 Community Development 10,400 123,200 133,600
2 Parks & Culture 60,041 60,041
3 Public Safety 663,414 410,995 1,074,409
4  General Administration 230,986 230,986
Project Rollovers from
5 previous years 7,654 5,275,182 140,515 5,423,351
$1.684,096 $ 173,349 $5,837,896 $ 206,707 $7,902,048

Growth Fund to Sundial Plumbing and Prodew Inc.

2 Appropriations of donations for parks program & fire museum project.

Federal Grant and United Way grant Franklin Road outreach projects in W&S; Federal Grant for Marietta

3 General Fund: grants for Police Heat Unit and Fire prevention program; Appropriation of prior year saving for
Payment on Fire truck. Grants for two police cars and fire breathing apparatus.

4 General Fund: Appropriation of tax reimbursement for collection agency and building demolition.

5 Project rollovers are for project budgets adopted in a previous year that are for the life of the project. The
majority of project rollovers are related to the Roswell Streetscape project and bike trail construction.

Actual expenditures were 9% below anticipated budget. Revenues exceeded expenses by

$5.2 million on a budgetary basis.

12
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. The City’s investment in capital assets for its governmental and
business-type activities as of June 30, 2011 total $224.7 million (net of accumulated
depreciation and related debt). This investment includes land, buildings, machinery and
equipment, as well as infrastructure. To comply with GASB 34, the City researched
historical records to determine the value of infrastructure and calculated appropriate
depreciation. The City has reported all assets acquired during fiscal years 2002 through
2011, and all assets that could be identified from previous periods. The total investment
in capital assets (net of accumulated depreciation and debt) for the current fiscal year
increased from the previous year by 7.9% after depreciation. Major capital assets events
during the current fiscal year included the following:

Governmental activities:
e Land acquisition for parks and economic development programs $2.3 million
e Buildings and machinery and equipment $1.2 million
e Infrastructure $9 million

Business-type activities:
e System improvements $7.7 million
e Buildings and machinery & equipment $2.8 million

On-going construction commitments include:
The water department is continuing its water line replacement program. Utility
relocations have also begun for the Roswell Street improvement project.
The City intends to capitalize the infrastructure assets and depreciate them over the
estimated useful life.
Additional information on the City’s capital assets can be found in Note 5 of this
report.  Construction commitments are currently included in the fund balance
reserved for encumbrances for governmental funds.

Long-term debt. At June 30, 2011, the City of Marietta had the following
outstanding long-term debt (principal amount):

e $1.4 million 2009C School General Obligation Bonds
e $6 million 2009B Public Safety Refunding Bonds
e $22.1 million 2009A School Refunding Bonds

e $24 million 2009D General Obligation Parks Bond

13
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e $5.37 million 2007 DMDA Revenue Bonds

e $150 thousand note payable for property

« $3.6 million capital lease funded through the City Club for the golf course

e $105 thousand capital leases for golf carts

= $6.84 million Series 2005 Tax Allocation District bonds

e $30.8 million Series 2009 Revenue Bonds City Wide Projects

« The City has received a credit rating of Aa2 from Moody’s Investor Services,
Inc. and an AA+ rating from Standard & Poor’s Corporation along with an

AA+ rating from Fitch’s Inc. The three agencies upgraded the City’s ratings in
2010.

Georgia Revised Statues provide for a general obligation debt limit of 10% of the
assessed valuation. The City has a general obligation debt capacity of $245 million at the
end of fiscal year 2011.

Additional information on the City of Marietta’s debt can be found in Notes 6 through 7.

Other Matters. The following factors are expected to have a significant effect on the
City’s financial position or results of operations and were taken into account in
developing the fiscal year 2012 budget:

In fiscal year 2003 the Georgia Department of Community Affairs (DCA)
awarded the City of Marietta a grant for Roswell Street improvements of
$1,678,400 that has been supplemented by an additional $720,000 grant from the
Atlanta Regional Commission (ARC) in fiscal year 2004 and a second grant of
$800,000 in fiscal year 2005. The funding for this project will total
approximately $4 million over the three years, which includes the City’s matching
requirements for receiving the grants. The City needed to match 25% of the total
project, which was funded from the Capital Project Fund.

No fee increases were imposed for fiscal year 2012.

Redevelopment efforts will continue to be a major focus of the City. The
Marietta Redevelopment Corporation was established during fiscal year 2004,
three Tax Allocation Districts have been established, a number of redevelopment
projects are currently under construction.

Increasing home ownership will also be a major focus of our redevelopment
efforts. Several new mixed-use developments are planned such as the former

14



MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited) City of Marietta, Georgia
For the Fiscal Year ended June 30, 2011

Johnny Walker homes site on Powder Springs Road, the Clay Homes
redevelopment project and Emerson Overlook, both along Roswell Street near
Marietta Square. These large-scale projects along with their surrounding
neighborhoods will have a tremendous influence in revitalizing the City Center.

e The utility’s capital improvement plan has committed millions of dollars toward
the areas of redevelopment that are coming on line in the near future. The
electrical utility plans to add a new substation with eight feeders on North
Marietta Parkway, complete additional feeder projects along Powder Springs
Street and Roswell Street, install underground facilities at Johnny Walker Homes,
Manget Street, Clay Homes, and Wynhaven, and upgrade and convert Roswell
Street from overhead to underground. Likewise, the water department will
replace old water and sewer mains in these neighborhoods to meet the needs of
these growing areas. Total capital budget for fiscal year 2012 is $10 million.

e The Public Works has budgeted over $10 million for transportation and road
projects. Projects such as new road construction, general street, drainage and
intersection improvements, sidewalk and multi-use trail construction, and street
resurfacing and repairs are funded by collections from a 1% special purpose local
option sales tax (SPLOST) enacted as of January 1, 2006.

e In developing the budget the City was anticipating the budget would slowly
recover from the economic slowdown and predicted that revenues would not grow
as they have in the past years and therefore cut budgeted operating expenses to
zero growth in fiscal year 2012 for most departments.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City of Marietta’s
finances for all those with an interest in the government’s finances. Questions
concerning any of the information provided in this report or requests for additional
financial information should be addressed to the Finance Director, 205 Lawrence Street,
Marietta, GA 30060.
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